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BEFORE THE ARIZONA CORPORA

JAMES M. IRVIN
Chairman

RENZ D. JENNINGS
Commissioner

CARL J. KUNASEK
Commissioner

IN THE MATTER OF THE COMPETITION
IN THE PROVISION OF ELECTRIC
SERVICES THROUGHOUT THE STATE
OF ARIZONA

HENMAI

Docket No. E-01461A-98-_452"]

PROPOSALS TO BENEFIT STANDARD
OFFER CUSTOMERS BY TRICO
ELECTRIC COOPERATIVE, INC.

Trico Electric Cooperative, Inc., ("Trico") hereby submits its Proposal of Benefits to

Standard Offer Customers pursuant to R14-2-1604(C).
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BENEFITS TO STANDARD OFFER CUSTOMERS

Trico is a nonprofit, distribution cooperative that provides service to approximately
21,000 customers in portions of Pima, Pinal and Santa Cruz Counties, Arizona. Because Trico is
a cooperative, its customers are its owners. Trico owns no generation facilities and purchases all
of its requirements for electricity from AEPCO. AEPCO is a nonprofit generation and
transmission cooperative with Class A, B and C Members. Each Class A Member is represented
on AEPCO's Board by two directors and the Class B Members, collectively, and the Class C
Members, collectively, are each represented by one director. Members have served as load
aggregators on behalf of the member/consumers of the distribution cooperatives. The distribution
cooperatives aggregate the end-users load's and AEPCO aggregates the loads of the distribution
cooperatives. AEPCO is formed by the distribution cooperatives to obtain a reliable supply of
electricity on a cost effective basis.

Specific Programs,

The advent of competitions has caused the entire utility industry to examine the way each
utility conducts business and seeks opportunities to reduce the cost of electricity delivered to
customers. Trico continuously reviews its operations and examines cost savings opportunities.
As a member/consumer owned entity, Trico's goal is to provide the lowest cost electricity
delivered to its customers that is reasonably practicable and will enable Trico to be financially
sound.

One of the most significant benefits that Trico provides to its customers, and Standard
Offer customers will continue to receive the benefits, is through Trico's credit rotation policy.

For several years, Trico has retired credits on a 15 year cycle based on the First In — First Out
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method. In addition, because Trico margins have exceeded budget over the last four years and
because the financial condition of Trico permitted it to do so, Trico has made refunds on a Last
In — First Out method. Trico for 1996 and 1997, retired capital credits each of those years on a
Last In — First Out method that in effect, has reduced the rates paid by Trico's residential
customers by approximately 4% per year.

Another benefit that Trico's Standard Offer customers will receive, is the positive efforts
that Trico has made in conjunction with AEPCO in lowering the cost of the supply of electricity.
The cost of electric supply is more than 60% of Trico's cost of providing electric service.
Working with AEPCO, Trico has developed several demand side management programs and rate
alternatives, such as interruptible service rates, that Trico will continue to offer its Standard Offer
customers. Trico's wholesale electricity costs have declined as AEPCO has effectively
undertaken cost savings measures in a time period when certain other utilities' electricity costs
have not done so. The Trico Board of Directors, its management, its staff and its representatives
on the AEPCO Board of Directors, are currently working on an innovative plan for restructuring
AEPCO to better enable AEPCO to compete in the evolving energy market place. Trico's
members and Standard Offer customers will see the benefits of that activity in the long run.

Trico has provided non-electric related services to its customers and it will continue to

vigorously attempt to improve the economic life of its customers through innovative programs.

O'CONNOR CAVANAGH MOLLOY JONES

Russell E. Jones
Attorneys for Trico Electric Cooperative, Inc.
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Original and ten (10) copies of the
foregoing filed this 18th day of
September, 1998, with:

Docket Control

Arizona Corporation Commission
1200 W. Washington Street
Phoenix, Arizona 85007

Copy of the foregoing mailed this
17th day of September, 1998, to:

Christopher C. Kempley, Esq.
Janet Wagner, Esq.

Legal Division

Arizona Corporation Commission
1200 W. Washington Street
Phoenix, Arizona 85007

Lawrence V. Robertson, Jr., Esq.
Munger Chadwick, P.L.C.
National Bank Plaza

333 North Wilmot, Suite 300
Tucson, Arizona 85711

Steven M. Wheeler, Esq.

Thomas L. Mumaw, Esq.

Snell & Wilmer

One Arizona Center

Phoenix, Arizona 85004-0001

Attorneys for Arizona Public Service Company

Bradley S. Carroll, Esq.

Tucson Electric Power Company
Legal Division — DB203

220 West Sixth Street — P.O. Box 711
Tucson, Arizona 85702

Craig Marks, Esq.
Citizens Ultilities

2901 North Central
Suite 1600

Phoenix, Arizona 85012
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Michael M. Grant, Esq.

Gallagher & Kennedy

2600 North Central Avenue

Phoenix, Arizona 85004-3020

Attorneys for Arizona Electric Power
Cooperative, Graham County Electric
Cooperative and Duncan Valley Electric
Cooperative

Michael A. Curtis, Esq.

Martinez & Curtis, P.C.

2712 North 7th Street

Phoenix, Arizona 85006

Attorney for Mohave Electric Cooperative
and Navopache Electric Cooperative

Christopher Hitchcock, Esq.

Hitchcock, Hicks & Conlogue

P.O. Drawer 87

Bisbee, Arizona 85603-0087

Attorneys for Sulphur Springs Valley
Electric Cooperative

Lex J. Smith, Esq.

Brown & Bain, P.A.

2901 North Central Avenue

Post Office Box 400

Phoenix, Arizona 85001-0400

Attorneys for Ajo Improvement Company
and Morenci Water and Electric Company

(et Lot
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